
























 
 

 
 

 
 

 

New York City Council Committee on Higher Education 

June 24, 2013 

  

University Statement on Student Loan Interest Rates 

  

 

Thank you for the invitation to testify and for the Council’s attention to the issue of 

interest rates for federally-subsidized student loans.  With our peers and colleagues 

throughout higher education, we remain very concerned about the approaching July 1 

deadline at which point current interest rates would double from 3.4% to 6.8%. A 

number of bills have been introduced recently in Congress to address this pending 

deadline with a range of approaches for doing so. We support the goals of the various 

legislation and continue to urge Congress toward a solution that addresses the current 

situation, preserving low interest rates for student borrowers and their families while 

ensuring the long-term viability of this and other federal student aid programs.  In so 

doing, efforts to contain current costs for students must not reduce or eliminate other 

educational benefits for students.  

 

Federal student loan programs were created to enable students to access postsecondary 

educational opportunities. Any substantive changes to the programs must reflect this 

purpose, and should aim to ensure that qualified students, regardless of means, can 

afford to attend college.  Moreover, changes to aid programs or current benefits should 

be made only for purposes of strengthening the system for all student borrowers. 

Reducing benefits or increasing costs for one set of students in order to increase aid for 

another simply shifts the burden and complicates efforts toward a long-term, 

sustainable solution.  

 

We are encouraged by continued bi-partisan discussions to address these concerns, and 

are grateful for all of the Council’s efforts in support of them. We thank you for your 

work on behalf of our students and look forward to working with you, and with our 

leaders in Washington, on these issues going forward.  
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June 21, 2013 
 
 
The Honorable Ydanis Rodriguez, Chairperson, New York City Council Committee on Higher Education 
 
Re: Oversight hearing titled “Student Loan Interest Rates” 
 
 
 
We would like to thank the New York City Council for their support in encouraging Congress to take 

action on the impending increase in federal student loan interest rates.  Financial aid plays a vital role 

for students, families, and campuses by providing access for students to higher education with a focus 

on low-income and historically underserved communities. Cornell University strongly encourages 

Congress to act on legislation that will benefit students in the short term as well as the long term. As 

Congress considers legislation we support the following key principles that the American Council on 

Education and 14 other higher education associations sent to Representatives John Kline (R-MN) and 

Virginia Foxx (R-NC) on May 15, 2013.  

 

The principles include:  

• Any changes need to reflect the fact that federal student loan programs 

were created to enable students to access postsecondary education and should be 

aimed at ensuring that deserving students, regardless of means, can afford to attend 

college. 
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• Federal student loans should be made at the lowest possible cost to 

students, while ensuring the continued reliable operation of the programs. 

• Any short-term fix to the expiration of the 3.4 percent interest rate for 

subsidized Stafford loans cannot preclude a more comprehensive, long-term approach 

to program reform. 

• Students should not be forced to surrender long-term benefits in exchange 

for short-term gains.  

• Changes to aid programs or existing benefits should only be made for the 

purposes of strengthening the system for all student loan borrowers. Eliminating 

benefits or increasing costs for one set of students in order to increase aid for another 

set of students simply shifts the burden.  

• In order to keep the costs of borrowing correlated to the economic 

conditions that borrowers face, student loan interest rates should be tied to market 

rates.  

It is clear that there are many thoughtful approaches to improving the existing loan programs and we 

are pleased that many of the proposals offered have remained focused solely on the loan programs, and 

have not included cuts to other important student aid programs.  However, the mandated across-the-

board cuts from sequestration will dramatically reduce the Department of Education’s budget and 

jeopardize access to federal student aid. While the Federal Pell Grant Program remains safe, 



sequestration requires an increase in federal student loan origination fees.  This increases the current   

1 percent origination fee for undergraduate Stafford loans to 1.051 percent and the current 4 percent 

fee for PLUS loans to 4.204 percent. 

 

Federal research grants, which are a source of funding for graduate students, will also be cut by 

sequestration. These cuts in federal support of postsecondary education may put additional pressure on 

college and university student aid budgets.  

 

Again, we strongly encourage Congress to maintain the goal of facilitating access to higher education 

for all students with the understanding that there are many ways to approach this goal. While we thank 

Congress for their efforts we again want to encourage the passage of thoughtful legislation that 

benefits all students.    

 
Sincerely, 

 
 
Stephen Philip Johnson 
Vice President 
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Thomas C. Keane, Director of Financial Aid for Scholarships and Policy Analysis 
Karen LoParco, Federal Relations Associate  
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