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Coordinator:
Good afternoon. And thank you for standing by. At this time all participants are in a listen-only mode. During the question and answer session you may press star-1 on your touchtone phone to ask a question. Today’s conference is being recorded and if you have any objections, you may disconnect at this time.


Now I'd like to turn the meeting over to the Press Secretary of the U.S. Department of Education, Mr. Justin Hamilton. Sir, you may begin.

Justin Hamilton:
Thank you operator. And thank you everyone for joining us today. Just a couple of quick details and we'll get started. Secretary Duncan will begin with a brief opening statement at which point we'll hear from Senator Harkin and then Congressman Miller before we open it up for questions and answers.


With that, I'll turn it over to Secretary Duncan.

Arne Duncan:
Thank you. We have a historic opportunity here before us. At a time when going to college has never been more important, it’s never been more expensive, and our nation’s families haven't been in this kind of financial duress since the great depression.


And so what we have is just sort of a miraculous opportunity simply by stopping the subsidy to banks when we already have the risk of loans. We can plow those savings into our students. And we can make college dramatically more affordable, tens of billions of dollars over the next decade. So much - almost $68 billion that we can put into the Pell Grant program to help students reach college, to make it accessible and complete college.


And all of you on this call probably saw the survey a couple weeks ago where so much of the American public feels that college is unaffordable for them. And at a time of real economic challenges, we are all convinced we have to educate our way to a better economy.


So we have a real opportunity with this higher education piece to do exactly that. To educate our way to a better economy and help millions of students have access to billions of dollars in additional Pell Grants. That’s the upside.


The downside, if we do nothing, if we don't act, as many as eight million students could see their current aid cut by 50 percent. So the upside of action is huge and the downside of inaction is absolutely devastating.


And so this is a huge, huge opportunity. I want to thank Chairman Harkin and Chairman Miller for their extraordinary leadership. And I want to turn it over to Chairman Harkin. Senator.

Tom Harkin:
Thank you very much, Mr. Secretary. Thank you again for your great leadership and of course my colleague on the House side, Congressman Miller who got this bill passed early last year.


As I would just follow up, I'd just say that this education reconciliation bill that we have provides us with an extraordinary opportunity to pass meaningful student loan reform. Will directly impact the lives of low-income students and their families. It will end billions of dollars in unnecessary subsidies to banks. Redirect this to help struggling Americans pay for higher education.


It will put the Pell Grants on solid footing by addressing a shortfall that we have for next year. It will increase the Pell Grant for millions of Americans.


And we’re going to protect the ability of non-profits to service these Federal student loans and continue support for their student outreach and default prevention activities. And we’re also going to be supporting minority-serving institutions across the country.


As people across the country continue to tighten their belts and make smart choices with their money, Congress should too. This bill shows that we are choosing to spend scarce education resources on students and families and not on subsidies to big banks and Sallie Mae.


With that, I'll turn it over to my colleague, Congressman George Miller.

George Miller:
Thank you very much Senator and thank you, Mr. Secretary. I certainly want to thank Tom for all of his work in helping us get this through the Senate approval procedures under reconciliation so that the House can vote on this when they vote on the health care bill.


We were given these instructions last year by the House Budget Committee to reconcile both the healthcare provisions and these student loan provisions. We get an opportunity when we take up this vote hopefully on Sunday afternoon in the House to fix two broken systems, the healthcare system and the traditional student loan, Federal Student Loan Program.


Both of these systems are broken. Both of these systems are unsustainable. And both of these systems have too much waste in them. In the case of the student loan program, we’re going to be able to recycle that money on behalf of students and their families.


And I want to thank Secretary Duncan and President Obama for having the courage to take this issue on, to take what have been identified in the Clinton administration and in the Bush administration and now in the Obama administration as wasteful subsidies to banks and to student lenders and to use those on behalf of families.


And this is going to have a broad reach both in supporting students in the cost of education, with the Pell Grants as the Secretary and Senator Harkin have mentioned. Also it’s going to strengthen our community college system at a time when community colleges are absorbing a whole new role in training and retraining of not only new students but workers who are returning to put together the skills necessary either to get a new job or to hold onto the job that they have.


And it’s a remarkable effort and my colleagues are very excited about it. We passed this in the House with overwhelming support and we expect to pass it again on Sunday when we do the health care bill and the direct lending program.


The direct lending program is, you know, almost 2,300 or I guess more than 2,300 now colleges and universities have converted to this. And their compliments are high. They find the program efficient, easy to use and good for their institutions and their students.


So this has been a long time coming. A lot of people recognize that this was wasteful spending and now we have turned it into an investment in our students and families. With that, I think operator we’re ready for questions.

Coordinator:
Thank you. At this time if you would like to ask a question, you may press star then 1 on you touchtone phone. You'll be prompted to record your first and last name for pronunciation purposes. To withdraw a question, you may press star-2. Once again, if you have a question, please press star-1 at this time. One moment for our first question.


Our first question comes from Seth Stern with CQ.

Seth Stern:
Hi, Secretary Duncan and two chairmen.  If you - it appears that this is about 45 percent less education spending than in the House bill. Can you comment on that and what got cut out; the early education money and the community college money?

George Miller:
Well we had - this is Congressman Miller. We had to, you know, we had to shift to a new baseline. And this program has been so wildly successful, you know, the savings that we were going to take and apply to this program when we passed it last year in the House and sent it to the Senate have now - they’re off limits to us under CBO.


They’re flowing into the Treasury. We just don't get to use them for this program. So those - we had to readjust it for the baseline. And then under the rules of reconciliation you have to line up the savings by committee .jurisdictions. Some of the money had to be used for the HELP Committee jurisdictions. So we lost some money that would be available there. So we had to make these - the choices that we did in this bill.

Arne Duncan:
If I could just add, this is tens of billions of dollars that are going to go into education, north of $60 billion. And I think, you know, if this was $50,000 we should be fighting for every penny for families that are struggling. But to have the chance to put tens of billions of dollars into education, this is an extraordinary opportunity to help middle class and working class families around the country.

Justin Hamilton:
Next.

Coordinator:
Our next question comes from Christina Bellantoni with TPM.

Christina Bellantoni:
Hi. Thanks for having the call. I wanted to ask, Senator Bayh expressed some reservations about this being part of the healthcare package. And just wondering if those considerations have been taken into account, if you think that this could create any trouble when it comes to the Senate vote on this.

Tom Harkin:
I've had - this is Senator Harkin. I've had conversations with Senator Bayh. I believe that his concerns have been adequately addressed. And if I'm not mistaken, I believe he has signed on to letter saying that he would support the bill.

Christina Bellantoni:
And are you confident the votes are there in the Senate once the House passes this on Sunday Senator Harkin?

Tom Harkin:
Yes I am. We'll have the - we'll have the votes to pass it. This has been, as you know, a long procedure. Speaker Pelosi has just done a magnificent job of putting this together. She has a very tough job in keeping all of her troops lined up and she’s just been amazing to watch her do this. And also Senator Reid did - and both of them have done a great job. So yes, we'll have the votes.

Christina Bellantoni:
Thank you.

Coordinator:
Our next question comes from Paul Basken, The Chronicle of Higher Education.

Paul Basken:
Thank you both. Probably for the chairmen, I think.  Two things. One is -- what’s this task? What will be - what will need to be done to finance Pell going forward? I mean what, you know, what fundamentally do we need to do to keep the inflation promise going into the future?


And secondly, what’s the purpose of the carve-out in the bill for the Bank of North Dakota? Thank you.

George Miller:
Well let me - this is Congressman Miller. In going forward we do provide some indexing for Pell going forward and we hope that that will protect it. I think we get the Pell Grant up to about $5,900 from where it is today, $51,000. So hopefully that will happen.


We take care - a good part of the shortfall that now exists in the Pell program because it’s so many people have subscribed to it because, as we know, workers are seeking training and they’re eligible for Pell because they've lost their jobs and they don't have the income.


So we’re dealing with both of those. And then on an annual basis, as you know, Pell is reviewed by the Appropriations Committee. And if the Appropriations Committee sees fit, they can add money or, you know, or not. And that’s sort of the ongoing process. But we are providing some inflation protection over the next decade. And we think that that’s a very important part of this.


On the question of the North Dakota Bank, that’s a bank that is wholly owned by the citizens of North Dakota. It provides many of the same services that the non-profit organizations that we fund in this, the various state agencies and state approved non-profit agencies do for the students in the state of California or North Carolina, wherever.


So this happens to be run through a state bank. I think it’s the only citizen owned bank in the United States. And that’s where the state has parked these functions.

Tom Harkin:
This is Senator Harkin. Congressman Miller has answered that - yeah, the only thing I'd add is that Pell Grants we always - as George said, we have to appropriate money every year for it. It’s a discretionary type - discretionary program. So we add money every year.

Paul Basken:
Okay. Thank you.

Justin Hamilton:
Next.

Coordinator:
Thank you. Once again, as a reminder, if you'd like to ask a question, you may press star-1. Our next question comes from Stacy Khadaroo, the Christian Science Monitor.

Stacy Khadaroo:
Hi. I just wanted to clarify a couple things. The linkage to the Consumer Price Index for Pell, is that - is the timeline for that 10 years and then does a continuation of that depend on a reauthorization of this particular...

((Crosstalk))

George Miller:
No. We had to make - we had to make a change in that. We go two years without an adjustment and then we go I think three years with an adjustment and then we put it - that’s a cap for the remaining - for the remaining years.


And so we actually take it through 2000 - we index it through - let me get the figures right for you.

Tom Harkin:
I think it’s five years, George.

George Miller:
Five years, excuse me. Yes, five years.

Stacy Khadaroo:
Five years after the two years without the adjustment.

George Miller:
Yes.

Tom Harkin:
Yes.

George Miller:
Right.

Stacy Khadaroo:
So is that the - is that the 2017...

George Miller:
Right.

Stacy Khadaroo:
...thing is where the maximum stops?

George Miller:
Yes.

((Crosstalk))

Tom Harkin:
That’s right. That’s right.

Stacy Khadaroo:
Okay.

Tom Harkin:
And hopefully by then our economy will be better. We'll be out of the doldrums and we'll be able to address the situation at that time. What we’re doing here really is taking care of the next few years. And that’s why it’s so important to do that right now.

Stacy Khadaroo:
Okay. And then somebody mentioned 2,300 schools switched to direct lending. Is that actually a total now in direct lending or a number that...

((Crosstalk))

George Miller:
I think.

Stacy Khadaroo:
...made the switch recently?

George Miller:
The department may have a more...

((Crosstalk))

George Miller:
...current figure.

Arne Duncan:
Yeah. It’s actually we fund higher than that. We have more and more people coming literally by the week. And so we went form about a thousand two years ago to 2,300 earlier. But the number - that’s a low number. The number will be higher than that as of today.

Coordinator:
Our next question comes from Brian Friel with the National Journal.

Brian Friel:
This goes to Senator Harkin. Senator Harkin, my reading of the CBO estimates says that the healthcare portions of the reconciliation bill wouldn't meet the five-year deficit requirements of reconciliation. But the student loan portions allow the overall bill to meet those five-year deficit requirements. Is that right?

Tom Harkin:
Well, are you talking about - are you talking about some of the money that’s paying for the healthcare?

Brian Friel:
That the reconciliation requirement is $2 billion savings over the first five years and that the student loan portion is really what makes that happen as opposed to the healthcare portion.

Tom Harkin:
That’s right. That’s - yeah. I think you've got it right. Because of the way the parliamentarian ruled on this, we were under one umbrella for both health and education. And so therefore we had to meet the billion dollars reduction for both. And this is the way we were able to meet that billion dollar - actually $2 billion - just one billion. Yeah. It’s one billion. Where did you get two billion?

Brian Friel:
Oh, it’s one billion. Well I guess maybe one billion for finance and one billion for...

Tom Harkin:
That’s it. Yeah. We had just one billion. And then finance has a billion.

Brian Friel:
Great.

Justin Hamilton:
Next.

Coordinator:
Our next question comes from Pat Wingert with Newsweek.

Pat Wingert:
Hi there. Thanks for doing this call. I was wondering if you could clarify for us what parts of the - of your original proposal are no longer in this package in terms of early education and community college. There were a long list of things that you were hoping to fund with this. What’s been lost and do you have any plans to try and fund that in another way?

Arne Duncan:
Yes. This is Arne. Community colleges is still in there, which is so critically important. As (unintelligible) get back on their feet, we think community colleges can play a huge role there in retraining and retooling folks.


Unfortunately early learning is not and we’re going to have to find another way internally. The president’s absolutely committed on this issue. I'm absolutely committed and we’re going to find another vehicle to help the early learning community.

Pat Wingert:
Weren't there other - I should have had the list in front of me but I thought there were more things that you were hoping to fund through this than just those two things.

George Miller:
To which? The early childhood?

Pat Wingert:
With the savings from direct loan. I think...

((Crosstalk))

George Miller:
Right. That was the original idea that obviously couldn't survive. And also because it was an extensive amount of policy decisions made in the early childhood provisions when we thought we were going through, you know, when - we didn't know whether we would be going through (reconcili) or not - (ciliation) or not - we passed it in the House. So we were told by the parliamentarians that it probably wouldn't survive the (Byrd) test; that much of the policy that made that money work, you know, would have made...

((Crosstalk))

George Miller:
...beneficial use of that money.

Pat Wingert:
And are you still going to be able to keep interest rates as low as they currently are in pursuit of loans? I think that was another part of it that was...

((Crosstalk))

George Miller:
That was another part of it.

Pat Wingert:
...in the original plan.

George Miller:
That is not in this provision. Interest rates will continue to remain lower under the previous provision of the House. We’re not - we won't be able to extend that. Hopefully the low interest rate (at) where we have now will continue for some time. And then we got to the - there’s a (unintelligible) provision in law.

Tom Harkin:
Well, we still have a cap, George.

George Miller:
Yes. Yeah. The current provision in law.

Tom Harkin:
And let me just say also on - the House passed - and Congressman Miller got this bill passed last year with the scoring under a baseline of last year. I guess I could be faulted for not passing it here. But I couldn't because we had one reconciliation instruction. And I was told by the leadership that we had to hold that for the health care bill.


Well as it turned out, we didn't. But by that time we had moved into this year and under the Budget Act when they come out with the new baseline, we have to use that baseline. So that’s what - because of the - I would just say that because of the Republican filibusters on our health care bill and putting it off and putting it off and putting it off and not letting us move on it, we were unable then to get the education reconciliation bill up.


And so by the time we could get to it, it was too late and as George I think said earlier, we lost 20, maybe the secretary said 20 some billion dollars.

Justin Hamilton:
Operator, before we move on to the next question, I know that there are some time constraints.

George Miller:
This is Congressman Miller, Justin. I'm going to have - I got to go to caucus.

Justin Hamilton:
Okay.

George Miller:
So I'm going to drop off the call. But thank you again, Mr. Secretary, and thank you, Tom, so much for all of your work on this.

Tom Harkin:
Hey, thank you, George. You've been leading this whole thing.

Justin Hamilton:
All right.

Arne Duncan:
Take care. Thanks a million. Last question please.

Justin Hamilton:
Yeah. Operator, one more question and then we'll have to go.

Coordinator:
Thank you. Our next question comes from Wangui Njuguna with Education Daily.

Wangui Njuguna:
Hi, Mr. Secretary. I wanted to give you an opportunity to kind of respond to the early talk of community. There was a (pre K now) Webinar yesterday that kind of said - looked at the (unintelligible) and said that there wasn't very much mention of the preschool K-12 alignment. Can you speak a little bit as to what you would hope to provide under the ESEA for early childhood programs?

Arne Duncan:
Yeah. We want to work on that together with Congress. This is an issue that has huge bipartisan support. I spent all of yesterday and this morning testifying before various committees. Everybody understands how important early childhood education is.


And so we want to work that through in a collaborative manner. And this is a critically important investment that again the House and Senate, Republican, Democrats, the administration, everybody’s committed on. And we'll figure that out going forward. But this is something the country - we want to do and we need to do.

Wangui Njuguna:
Is there a reason why you didn't have more specific details in the ESEA blueprint?

Arne Duncan:
Yes. Again, the original plan was for this to be part of the higher education bill. And that’s what we thought the funding was going to come through there. That unfortunately is not going to happen. And so now we’re going to come back and work it through a different vehicle. But that was the original - that was the original intent.

Justin Hamilton:
All right operator, thank you very much and thank you everyone for joining the call today. If you have any follow up questions for us, you can reach us at press@ed.gov. Of course you can contact both Senator Harkin’s office and Congressman Miller’s office.


Again, we appreciate your time. And thank you very much for joining us on this important topic.

Tom Harkin:
Thank you. Thank you Mr. Secretary.

Coordinator:
Thank you for participating in today’s conference. You may disconnect at this time.

END

