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Financial Crisis Hits
Students By Julie Fry, New York City FIST

Parents are losing their jobs or
their salaries are declining, so
family contributions to education
costs are decreasing. These factors
mean that students from an
increasingly broader economic
spectrum are more dependent than
ever on student loans.
That is why every student who
is attending or is applying to college
right now must be horrified by
what is taking place in the financial
markets. In February, it became
clear that what was originally
reported by the mainstream press
as a crisis in the risky subprime
mortgage market, was now affecting what have been traditionally
thought of as incredibly stable
investments—like bonds for
student loans.
Here’s what is happening:
many state and local governments
secure money for public or quasipublic programs through a venue
that most people have never heard
of called the market for auctionrate securities. Before the financial
crisis, auction-rate securities
offered the government borrowers
a very low interest rate and it
offered lenders (banks and other
corporations) ready access to their
cash investment through regularly
scheduled auctions for the bonds,
where they could sell their investment and get their cash back on
sometimes a weekly basis. They
were earning a higher return than
they would with their money in a
bank.
All the investments were
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FIST leader at American Axle picket line:
'Fighting a common enemy'

F

or most students, borrowing money has become
a necessary part of going to college. The average
student now graduates with at least $21,000 in
debt and it is not at all uncommon for students to
graduate with $100,000 in debt or more. At the
same time, tuition at private universities and colleges has enormously increased—far ahead of inflation.
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Members of FIST in picket line in Washington, DC protesting the Mortgage Bankers Association
meeting demanding end to foreclosrues, evictions and utliity shut offs.

insured by companies called bond
insurers, which specialize in guaranteeing this kind of debt. Here is
where things started to unravel.
.
These bond insurers also
insure
other types of debt—like subprime
mortgages. Now that these insurance companies are going to have
to secure those loans, the banks
don’t think they can guarantee
student loan debt as well.
But that is really just one aspect
of the crisis. Sallie Mae, the biggest
lender to students, reported a $1.6
billion loss in the last financial
quarter. This was largely reported
as resulting from a huge increase in
defaults on these loans. The
amount of debt that
the Department of Education alone has accumulated from student loans is now
more than $40 billion dollars. In
fact, right now the only bright spot
in the student loan market for
investors is in the private collection
agency market, which is reporting
record profits.
On top of that, the federal
government, which subsidizes
many student loans and regulates
the interest rates as well, cut its
subsidies in 2007, further aggravating the default situation and the
credit crisis.
All this means that what was
once considered one of the safest
investments is now among the most
risky, with students failing to pay
off their debts and no one available
to insure the loss.
Therefore, at the auctions for
these loans lately, no one has been

showing up to buy them—which
means that the source of money for
student loans is drying
and,
not FIST
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only that, the interest rates on the
loans are spiking sharply.
What does this mean for
students? States and universities all
over the country are cancelling their
student loan programs. Several
private lenders are withdrawing
from the market altogether. And
even loan programs backed by
federal government guarantors, like
the Pennsylvania Higher Education
Assistance Agency, a state institution, has announced it is abandoning its federal student loan program.
State agencies all over, including
Michigan, Montana, Massachusetts,
Pennsylvania, New Hampshire,
Iowa, and more have announced
cutbacks in their student loan
programs in recent weeks.
Most students will not be applying for their loans for next year until
this summer. So far, the federal
government has been telling them
they have nothing to worry about.
U.S. Secretary of Education Margaret Spellings told Congress on
March 14 that students could just
borrow directly from the Department of Education, through what is
called the direct-loan program.
When asked whether the Treasury Department—the same one
that is busy bailing out huge banks
like Bear Sterns and funding the
multi-billion dollar war in Iraq—is
going to be able to come up with
enough money to account for the
(continued on page 5)

Larry Hales of
the youth
organization
Fight Imperialism Stand
Together
(FIST) and
Workers
World Party
visited Detroit
April 3-6.
Within hours
of arriving in
Larry Hales
the city, Hales
grabbed a picket sign and joined the
striking workers at American Axle. WW
Contributing Editor Bryan G. Pfeifer
interviewed Hales about his experience
and analysis of the strike.
WW: You started your visit to Detroit on
the picket line at American Axle. Why did
you go?
LH: When I was growing up my family
worked in the factories of Erie, Pa. My
father has had 39 years at General
Electric. My mother worked making
ceramic tiles and other ceramic items.
My brother worked making plastic items.
Erie is very similar to Detroit in a lot
of ways, except it’s a lot smaller. I grew
up being very familiar with the struggle
of industrial workers against those who
own and run the factories.
American Axle being one of the major
battles happening—not just in Detroit,
but around the country—I wanted the
opportunity to talk to the workers and
meet them. I went to see about issues like
the foreclosures, deindustrialization and
police brutality as well.
WW: What were your experiences on the
picket line?
LH: One of the clear things is that U.S.
society is constantly trying to dumb
people down. Public education is run by
the oppressor. When you have a country
like the U.S.—that has built its wealth off
the backs of not only the “third world”
nations abroad, but the internal nations,
the oppressed nations within the U.S.then an education from the oppressor is
going to be an education from the ruling
class, which is primarily white and has

gotten its gains off the backs of
darker people, using racism as a
weapon.
The popular media try to make it
seem as if the culture of the
oppressed and of the workers is
superficial, but it’s not. People are
paying attention. It matters what the
educational system is, but it doesn’t
matter as far as people’s understanding of who their oppressor is.
On the picket line I could see
that people are very much aware of
what’s happening and are very
articulate in expressing their opposition to it. The superficial news
programming and television
programming are not having the
effect the bosses want. People may
partake, but it doesn’t affect their
overall thinking of how they relate to
those trying to take away their jobs.
I was able to get into very heavy
conversations on the picket line with
people that when there’s a struggle,
they’ll be right there, with a very deep
understanding of who their enemy is.
They’ll ultimately be the ones who
will push the struggle forward.
WW: We visited the Local 235 union
hall and the picket line. You noted
the many Black workers participating
in the strike, in particular the Black
women playing leading roles in the
community support committee and
elsewhere.
LH: The great thing about Detroit is
that you can drive for miles and miles
and not see anybody but Black
people. There are lots of cities in the
South that are that way, but being a
northern city I think Detroit’s very
unique. It has been this way for a
long time and still to this day Black
people, Black workers, make up the
largest progressive force in this
country.
Seeing the workers engaged in the
struggle at American Axle, at the
union hall and on the picket line, just
proves that fact. Whatever Black
middle class exists, the beginnings of
it were industrial labor. So when the
industrial base began to be eroded
and taken away, these were the

workers hit the hardest. But the fight of
Black people—which is historical, facing
the conditions of U.S. society—is still
there. When you see a worker on the
picket line, of course you see someone
fighting against their oppression. When
you see a Black worker, you see somebody fighting against numerous oppressions at the same time. So it’s very
important to see especially the white
workers and the Latin@ workers, all
together, fighting against a common
enemy: the bosses.
WW: Why is FIST supporting the
American Axle strike?
LH: I’m 31 and a lot of these issues
affect my generation profoundly. When
people talk about the foreclosure crisis,
the next bubble to burst is going to be
student loans. You have people who are
taking 30, 50, some as much as
$100,000 out in loans just to go to
school and there aren’t any jobs to pay
that back. There are less and less jobs
and they pay lower wages. And the state
and federal governments are already
backing off on guaranteeing loans. So we
have to begin to orient ourselves to
youth. What’s it going to be like even 10
years from now for people who have to
go out into the workforce and pay their
loans back?
As at any particular time in
history—it’s a cliché—but youth are the
future, the future of the struggle to free
ourselves from this anarchic, brutal
system from which massive layoffs and
home foreclosures come.

Many members of FIST have traveled from all over the
country to join the American Axle picket line. In center of
picture, Dante Strobino, of Raleigh FIST joins picket line.

