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Below The Beltway

I believe in the free speech that liberals used to believe in, the economic freedom that conservatives
used to believe in, and the personal freedom that America used to believe in.

Looking Behind The Federal Takeover Of Student Loans

by Doug Mataconis @ 9:16 am on April 1, 2010. Filed under Barack Obama, Economics, Education, Politicos
& Pundits, Politics

Though not nearly as well-publicized as health care reform, the federal government’s takeover of the student loan
industry, which became law earlier this week, promises to have far-reaching economic implications. And, like
health care reform, we’re only now discovering what the government has done to us.

The Cato Institute’s Neal McCluskey, for example, points out that the law essentially takes a bad situation and
makes it much worse:

First, the leeches have hardly been burned off. Sallie Mae and a few other now-former lenders have
been promised big federal contracts to service loans under the new regime, so don’t worry —
they’ll still get theirs.

Second, though this isn’t a federal takeover of anything close to a truly private market, it is
marginally worse, from a free-market perspective, than the status quo ante. At least until the recent
credit crunch, firms in the guaranteed-lending program got their money through capital markets,
keeping at least a small amount of discipline about whether students won the capital that everyone
was competing for. Now students will just take their dough from the Treasury.

(...)

Third, the president’s goal of having a greater percentage of college graduates than any other nation
in the world by 2020 — which this expansion of aid is supposed to help accomplish — is
economically dubious. We already have far more four-year degree holders than we have jobs for
them — to say nothing of whether we have the right four-year degrees for the jobs — and the
greatest numerical growth in employment in the coming decade is supposed to be primarily in jobs
requiring only on-the-job training. So what we are heading for if the president gets his profusion of
sheepskins is not a stronger economy, but a much less efficient one.

McClusky’s final point is something that I’ve thought myself for a long time. It’s considered a given that a college
degree is required for success in life, and I’m just not sure that’s true anymore. Yes, there is evidence that shows
that college graduates earn more than non-college graduates, but what that study doesn’t tell you is that there are
many graduates out there working in fields that have almost nothing to do with what they studies in college.

More importantly, is it really true that the tens of thousands of dollars in tuition that students pay every year are
really worth it in the end ? Outside of people who go on to graduate or professional schools, I’m dubious.
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To the extent that this student loan “reform” ends up sending more students to college for four years, I’m not sure
that it’s actually accomplishing anything.

James Joyner points out another problem with the new student loan regime, the fact that it’s likely to actually

make student’s financial position worse:

Presumably intended to “protect” students from incurring massive amounts of high interest debt
early in life (the conspiratorially-minded will say to prevent competition), the real result (as is so
often the case) will actually be to put a major hurdle in the way of some such students getting their
tuition paid on time — or at all.

Lots of students and their families use credit cards to bridge the gap between the tuition bill being
due and loans or grants arriving. With the feds more or less taking over the sector, that problem is
likely to become worse. So now students whose checks are delayed are deprived of the quick and
easy — and almost always painless — fix of being able to put it on their plastic and simply pay it off
when the tardy check arrives.

To make matters worse, another provision seems extend last year’s Credit Cardholder’s Bill of
Rights Act to cap limits on those omnipresent student credit card offers. So those same students
whose checks are late and who need to buy expensive books and/or supplies may also find
themselves in another kind of bind.

Finally, there’s this chart:
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Over the last 30 years, college tuition has increased at twice the rate of inflation. Does anyone really think that a

federally-run student loan program that does even more to shield the real cost of college from it’s consumers is

going to do anything to stop that ?

As with everything else, this federal takeover is going to make a really bad situation so much worse and may, in
the end, make college less affordable for everyone.
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e @Jenfidel I just think its a dumb way to do the first episode of a new show. in reply to Jenfidel 12 mins
ago

e @Jenfidel It's stupid way to start off a premier show. But, hey, they're paying her big bucks which is what
she wanted no ? in reply to Jenfidel 16 mins ago

o @Jenfidel Toby Keith issued a statement last night that basically said the same thing as LL Cool J in reply
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to Jenfidel 18 mins ago

@Jenfidel Because they're using pre-recorded interviews from years ago and promoting it as something its

not. in reply to Jenfidel 19 mins ago

@Jenfidel Joking of course. It is off to an embarrassing start though in reply to Jenfidel 21 mins ago

Am | alone in thinking that it's not a coincidence that Sarah Palin's television special is airing on April Fools

Day ? httpJ//bit.ly/ak8zsi 25 mins ago

65% Of Americans Believe Something That's Totally Untrue http://bit.ly/9PfyU3 32 mins ago
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1025 days until Inauguration Day 2013

Search This Site

Search |

Recent Posts

Looking Behind The Federal Takeover Of Student Loans

65% Of Americans Believe Something That’s Totally Untrue

New Evidence Shows That Vatican Knew Of Abuse Cases In 1963

New Poll Shows Public As Angry As They Were In 1994 And 2006

Georgia Congressman Afraid Guam Will Tip Over If Too Many People Live There
Design Flaw

Sarah Palin’s Fake Television Special

Medical Marijuana Activist Being Denied His Second Amendment Rights

Another Military Officer Refusing To Serve Until He Sees Obama’s Birth Certificate
Republicans Begin Walking Away From “Repeal It”

Categories

belowthebeltway.com/.../looking-behin...

4/15



4/1/2010
¢ Blogging
o Blog Carnivals

Below The Beltway » Blog Archive » L...

= Virginia Blog Carnival

Carnival Of Liberty
Donklephant

Life Liberty & Property Community

News About The Site

Quote Of The Day
The Liberty Papers

c© 0 0 0 ©0 ©

e Books
Alternate History
Ayn Rand
Book Reviews
Harry Turtledove
Robert A. Heinlein
e Celebrities
e Dumbasses
e Economics

o Business

o o0 o o

(o]

= Auto Industry

= Wal-Mart
Credit Crisis
Free Trade
Gas Prices
Oil Prices
Personal Finance
Real Estate

c 0 0 0 O ©

= Sub-Prime Mortgage Crisis

e Education
e Food
e Foreign Affairs

o Afghanistan
o China

= 2008 Summer Olympics

uba

Middle East
North Korea

c 60 606 0 0 0 0 0 o o o o©

belowthebeltway.com/.../looking-behin...

5/15



4/1/2010 Below The Beltway » Blog Archive » L...
Pakistan
Russia
Saudi Arabia
Serbia
Syria
Tibet

o Venezuela
e General
e Health

o Bird Flu

o Swine Flu

History
Humor

Immigration
In The News
Individual Liberty
o Freedom of Religion
o Freedom of Speech
= Fairness Doctrine

o Gay Marriage
o Privacy
Property Rights
= Zoning And Land-Use
Right to Contract
War On Drugs

¢ 0 0 0 O ©o

(o}

o
o

e Leqgal
e Media

e Moonbats
e Movies
o Godfather Saga
o Movie Reviews
e Music
o Frank Sinatra
e Personal
o Holiday Time
o Holida
o Tales Of The Dog
¢ Politics
o Congress
o Elections
= 2006 Election
= 2008 Election
= 2008 Republican Veepstakes
= 2010 Elections
= 2012 Election
o Government
belowthebeltway.com/.../looking-behin... 6/15




4/1/2010

Below The Beltway » Blog Archive » L...
= Government Waste
o Political Parties

= Democrats
= Libertarians

= Republicans
o Politicos & Pundits

= Al Gore
= Barack Obama

» Health Care Reform
= Joe Biden
= Obama Derangement Syndrome

= Obamagasms
= Rod Blagojevich

= Transition Issues
Bill Richardson
Bob Barr

Bobby Jindal
Chris Dodd

Chuck Hagel
Condi Rice
Dennis Kucinich

Dick Cheney
Fred Thompson

George Allen
George W Bush
= Scott McClellan
= Valerie Plame
Glenn Beck
Hillary Clinton
Jeb Bush
Joe Lieberman
Joe Scarborough
Joe Wilson
John Edwards
John Kerry
John McCain
Mark Sanford
Michael Bloomberg
Michelle Bachmann
Mike Huckabee

Mitt Romney
Nancy Pelosi
Newt Gingrich

Paul Ryan
Peter Schiff

belowthebeltway.com/.../looking-behin...

7/15



4/1/2010 Below The Beltway » Blog Archive » L...
= Ralph Nader
= Rand Paul
= Rick Santorum
= Ron Paul
= Rudy Giuliani
= Rush Limbaugh
= Sam Brownback
= Sarah Palin

= Sean Hannity
= Stephen Colbert

= Tim Pawlenty
= Tom Tancredo
= Tom Vilsack
= Tommy Thompson
= Wesley Clark
Random Thoughts
Religion
o Catholic Church
o lIslam
Science
o Ewolution vs. ID
o Space Exploration
Sports
o Baseball
= Mitchell Report
= Roger Clemens
= New York Mets
= New York Yankees
= \Washington Nationals
o College Sports
= George Mason Patriots
= Ohio State Buckeyes
= 2006 BCS Championship
= 2007 BCS Championship
= 2007 Final Four
= OSU v. Michigan
= Rutgers Scarlet Knights
= 2007 Women's Final Four
e Supreme Court
Antonin Scalia
Harriet Miers
John Roberts
Samuel Alito
Sonia Sotomayor
e Technology
o Internet
belowthebeltway.com/.../looking-behin... 8/15

(o]

(o]

(o]

(o]

o




4/1/2010 Below The Beltway » Blog Archive » L...
= Facebook
= Twitter
iPhone
iPod
iTunes
Satellite Radio
o TiVo
Television
o 24

Babylon 5
Battlestar Galactica

Jericho
South Park
Star Trek
The Simpsons
U.S. Constitution
Videos
o Friday Night Videos
Virginia
Exploring Virginia
Northern Virginia Transportation Authority
Prince William County
Virginia Abuser Fees
Virginia Politics
= 2008 General Election In Virginia
= 2008 Presidential Primary
2008 VA-11 Race
= Gerry Connolly
= Keith Fimian
= | eslie Byrne
2008 Virginia Senate Race
= Bob Marshall
= Jim Gilmore
= Mark Warner
= Tom Davis
2009 Attorney General's Race
= David Foster
= Ken Cuccinelli
= Steve Shannon
2009 Gowvernor's Race
= Bob McDonnell
= Brian Moran
= Creigh Deeds
= Terry McAuliffe
2009 Lt. Governor's Race

= Bill Bolling
belowthebeltway.com/.../looking-behin... 9/15

o o0 o o

o 0 0 0 O ©o

o 0 0 O ©




4/1/2010 Below The Beltway » Blog Archive » L...

= Corey Stewart
= Jay O'Brien
= Jody Wagner
= Republican Liberty Caucus Of Virginia
= Virginia Gay Marriage Amendment
o Virginia Wineries
War On Terror
o AlQaeda
o Hamas
Hezbollah
Homeland Security
September 11th
Washington DC
o D.C. Statehood
o D.C. Vote Bill
o Deborah Jeane Palfrey
o |nauguration Day 2009
Weather
o Global Warming
o Hurricane Katrina
o Hurricane Rita
e Wine

(o]

(o]

(o]

Archives

April 2010
March 2010

February 2010
January 2010
December 2009
November 2009
October 2009
September 2009
August 2009

July 2009

June 2009

May 2009

April 2009
March 2009

February 2009
January 2009
December 2008
November 2008
October 2008
September 2008

belowthebeltway.com/.../looking-behin...

10/15



4/1/2010

August 2008
July 2008

June 2008

May 2008

April 2008
March 2008

February 2008
January 2008
December 2007
November 2007
October 2007
September 2007
August 2007

July 2007

June 2007

May 2007

April 2007
March 2007

February 2007
January 2007
December 2006
November 2006
October 2006
September 2006
August 2006

July 2006

June 2006

May 2006

April 2006
March 2006

February 2006
January 2006

Commerce

belowthebeltway.com/.../looking-behin...

Below The Beltway » Blog Archive » L...

11/15



4/1/2010

Administration

About Me And The Site

belowthebeltway.com/.../looking-behin...

Blog Home
Login

Archives
Comment Policy
RSS 2.0

Comments RSS 2.0

Valid RSS
Valid XHTML
XEN

Below The Beltway » Blog Archive » L...

amazon.com

Kindle Wireless
Reading Device
Amazon.com
I! New $259.00
Best $255.00

Amazon Kindle
Black Leather
13% _Cover w/...
ujj Amazon.com

New $34.99
Best $32.99

HDMI

Inspiretech
LA New $2.91
BT Best $0.01

Apple iPod touch
8 GB

. Apple Computer
Lﬁ* New $176.54

Apple iPod touch
32 GB

Apple Computer
New $264.54

Privacy Information

Theme copyright © 2002-2010 Mike Little.

12/15



4/1/2010 Below The Beltway » Blog Archive » L...

About Me

My Blogger Profile

My Interview on Bloggasm

My Facebook Profile My Technorati Favorites
My Ecosystem Details

My Amazon Wish List

Send Me Emall

Blogroll Me!

| also blog at:

The Liberty Papers Donklephant
United Liberty

You Can Also Find Me Here:

My Facebook Profile
My Twitter Feed

What I'm Reading

Game Change

John Heilemann, Ma...

Best Price $10.00
or Buy New $18.47

Bu -

Privacy Information

Recommended

belowthebeltway.com/.../looking-behin... 13/15



4/1/2010

Below The Beltway » Blog Archive » L...

Goddess of the Market

Ayn Rand and the World

Jennifer Burns

Best Price $13.31
or Buy New $18.45

Bu -

Privacy Information

She Made
Anne C. Heller

Best Price $19.89
or Buy New $23.10

Bu :
fm!:nam_a_zonmn

Privacy Information

Blogroll

Alien Insomniac

All Things Beautiful

Ann Althouse

Asymetrical Information

Atlas Blogged

Barr/Root "08 Campaign Blog

Bearing Drift

Brendan Loy
Captain's Quarters

Catallarchy
Cathy Seipp
Cathy Young
Cato Unbound

Cato@_Lliberty
Chris Core Talks

Crazy Politico's Rantings

Daisy Cuitter
Daniel Drezner

David Friedman
Don Surber

Donklephant
Drudge Report

Dynamist Blog

Fearless Philosophy

Freedom Democrats

Gates of Vienna
Hit & Run
INDC Journal

Instapundit
Jason Pye

belowthebeltway.com/.../looking-behin...

14/15



4/1/2010 Below The Beltway » Blog Archive » L...
KipEsquire
Liberal Values
Liberty Corner
Liberty Maven
Megan McArdle
Memeorandum
Michelle Malkin
No Government Cheese
OpFor
Outside The Beltway
Professor Bainbridge On Wine
Professor Bainbridge's Journal
Publius Endures
Radioblogger
Rick Sincere
Right Wing Nut House
Rogue Sun
Stop the ACLU
Tech Central Station
The Aqgitator
The Anchoress
The Crossed Pond
The Florida Masochist
The Indepundit
The Liberty Papers
The Moderate Voice
The Mudville Gazette***
The Officer's Club
The QandO Blog
The Unrepentant Individual
The Volokh Conspiracy
Tom Palmer
Varifrank

Vodkapundit
Winds of Change

Wizbang

belowthebeltway.com/.../looking-behin... 15/15



