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President Obama Releases FY 2014 Budget Request 

On April 10th, the Administration released the President’s long-awaited fiscal year (FY) 2014 budget request.   
The Administration attributed the two month delay to budgeting complications associated with sequestration.   In 
fact, the release came after both the House and Senate passed their respective budget resolutions.  However, the 
President’s request is still relevant to the Congressional appropriations process in setting the Office of 
Management and Budget’s (OMB) FY 2014 baseline, as well as for its funding levels and policy 
recommendations.   The budget, which totals $3.77 trillion, increases funding for the Department of Education by 
4.5% above pre-sequestration levels resulting in a total of $71.2 billion in funding.   The Administration opts for 
targeted cuts in conjunction with changes to the tax code as an alternative to the current sequestration cuts.  Most 
Department of Education accounts are funded at pre-sequester levels or better.  A chart comparing funding levels 
in the President’s budget against those authorized by Congress may be viewed here:  Adobe PDF 

The Pell Grant program is projected to have a surplus through FY 2014, but is expected to face a shortfall beyond 
that.   To mitigate this, the budget calls for $3 million in surplus funds to be allocated toward future funding.  The 
Budget would raise the maximum award to $5,785 from its current level of $5,645.  The budget recommends 
changes to the Perkins loan program and reducing payments to guaranty agencies that rehabilitate student loans in 
order to generate future savings for the Pell Grant program.  This funding would help maintain the program 
through the 2015-2016 award year.   

President Obama’s statement on the budget expresses the Administration’s desire to increase college access and 
affordability and enhance workforce training efforts for today’s high-skill job market. This includes a number of 
proposed changes to institutional aid programs.   First, Perkins loans would receive additional funding in the 
amount of $7.5 billion, bringing the program’s total funding to $8.5 billion.  Origination of the loans would now 
become the responsibility of the federal government, but institutions would retain the prerogative of defining 
student eligibility.  Second, Supplemental Education Opportunity Grants (SEOG) would receive pre-sequestration 
level funding, but unspecified changes would be made to the allocation formula to provide additional funding to 
institutions that provide a cost-effective education and have large numbers of Pell recipients.   Third, the Federal 
Work Study program would see a substantial increase of $150 million aimed at doubling the program’s recipients 
over the next few years, and its allocation formula would be similarly adjusted. 

In April of last year, the Obama Administration released a framework for the reauthorization of the Perkins Act.  
This document largely shaped the funding allocation for Perkins Career and Technical Education (CTE) in this 
year’s budget.  Though CTE State Grants are level funded, the budget increases funding for CTE National 
Programs by $10 million above the pre-sequestration with the intent to support the implementation of a future 
reauthorized Perkins Act.  Combined with up to $32 million from the Higher Education account, these funds 
would help in “establishing and expanding” various dual enrollment programs and enhancing the CTE research 
and data collection process. 

http://www.whitehouse.gov/omb/budget/Overview
http://www.acct.org/files/Advocacy/Factsheets%20and%20Summaries/FY13%20CR%20APPROPRIATIONS%20CHART%20Final.pdf


Among the forefront of national higher education issues is the fast-approaching deadline for the doubling of 
interest rates on unsubsidized Stafford loans.  On July 1st, these rates will climb from 3.4% to 6.85% unless 
Congress takes action.  President Obama’s budget would entirely revamp the methodology behind these interest 
rates through a market-based approach which would tie them to the yield rate of the 10-year US Treasury Note.  
For subsidized Stafford loans, the rate would be set at 0.93% above this yield rate.  For unsubsidized Stafford 
loans, the rate would be 2% above the yield rate, and for PLUS loans—both Parent PLUS and Grad PLUS—the 
rate would be pegged to the 10-year Note, plus 3%.  The rates would be fixed for the life of the loan, and there 
would be no cap on the maximum possible rate.  The 10-year Treasury Note yield is currently 1.73%.  Hence, at 
present, student loan interest rates would decline from their current levels.   

The budget contains funding for several new programs, including $8 billion for a Community College to Career 
Fund aimed at job training for high-demand occupations.  This would primarily be accomplished through 
fostering partnerships between community colleges and businesses, along with several other funding streams.  
Oversight of this program would be handled jointly by the Department of Education and the Department of Labor.   
In addition, the budget would create a new Race to the Top program which would be funded at $1 billion to 
promote innovation in the higher education system.  Similarly, a newly proposed First in World Fund of $260 
million would be used to find cost-effective ways to increase degree attainment.  Finally, a permanent extension 
of the American Opportunity Tax Credit (AOTC) is proposed, but the budget also calls for limiting the charitable 
giving tax deduction, among others, to generate additional revenue.    

    

  


