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A few days ago, the Cato Institute hosted a conference ostensibly about college accreditation, but 

ultimately about overall higher education quality. If due to some cataclysmic event you weren’t 

able to watch it live, you can catch the whole thing here. It featured a lot of great discussion, but 

there’s only one matter, briefly mentioned in the proceedings, that I want to focus on here: the 

political possibility of phasing out federal student aid. 

Any time I discuss higher ed reform proposals that stop short of eliminating federal aid, I feel 

duty bound to note that as long as Washington sends money to colleges, either directly or 

through students, it will ultimately call the shots. You know, “he who pays the piper.” And the 

shots it calls will very often be bad. When pressed, it's something with which few people ever 

seriously disagree. But then they deliver the inevitable qualification: “But, politically, federal aid 

will never be phased out.” Heck, I've often said that myself! 

No more. 

The fact is, federally driven student aid – which in 2012 came to about $170 billion – is almost 

certainly the biggest driver of long-term, rampant college price inflation; serious non-

completion; and major overproduction of degrees. In other words, it fuels staggering waste for 

both students and society alike. And whether it’s the national debt, or student debt, that grabs 

your attention, this is not a sustainable state of affairs. We must cut aid. 

Thankfully, these problems are being recognized by more and more people. There seems to be 

growing agreement among wonks of numerous stripes, for instance, that at least some forms of 

aid, such as tax breaks, are counterproductive, largely helping wealthier Americans who 

shouldn’t need a thumb on the scale to pay for college. Indeed, some progressives now even 

decry student aid enabling colleges to raise their prices at lightning speed. And the percentage of 

Americans who think that “college is still a good financial investment” has dropped precipitously 

over the last several years, from 81 percent in 2008, to 50 percent in 2013. 

http://www.cato.org/events/college-accreditation-crosshairs
http://trends.collegeboard.org/student-aid/figures-tables/total-student-aid-nonfederal-loans-2012-constant-dollars-over-time
https://trends.collegeboard.org/college-pricing/figures-tables/tuition-and-fee-and-room-and-board-charges-over-time-1973-74-through-2013-14-selected-years
http://nces.ed.gov/programs/digest/d12/tables/dt12_376.asp
http://nces.ed.gov/programs/digest/d12/tables/dt12_377.asp
http://www.newyorkfed.org/research/current_issues/ci20-1.pdf
http://www.brillig.com/debt_clock/
http://www.npr.org/2014/04/11/301439981/paying-off-student-loans-puts-a-dent-in-wallets-and-the-economy
http://www.educationsector.org/publications/moving-how-tuition-tax-breaks-increasingly-favor-upper-middle-class
http://www.rollingstone.com/politics/news/ripping-off-young-america-the-college-loan-scandal-20130815?print=true
http://finance.yahoo.com/news/college-confidence-crisis-americans-sentiments-100000441.html


Will phasing out student aid be a steep, uphill political climb? Absolutely! But it is not 

hopelessly quixotic to make it the ultimate policy goal. More and more people, it appears, are 

coming to realize that aid does more harm than good, and you can only inflict pain for so long. 
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