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“Forgiving” Student Debt 
 
Until 12 years ago, private sources gave student loans.  These loans were special because of 
their low interest rates, but did require repayment.   As in all standard financing, the loans 
themselves generate the return to the bank as the principal and interest are paid off.  But, 
when the government issues the loan, the burden of paying off that debt is guaranteed by 
the government – which gets its money either by taxing us, or by printing money with no 
backing – another form of taxing us. 
 
When the Constitution was adopted, our government was specifically allowed to borrow, as 
needed for governing.  However, there was no power allowing the government to make 
loans.  That was left to private enterprise – banks.  Today, we elect politicians who don’t 
like that defense against their power over us, so they ignore those limits.  The Supreme 
Court, sometimes part of the overthrow of the Constitution they were entrusted to protect, 
has found dodgy arguments to justify government loans despite the absence of any such 
power in that charter, that defines their duties and limitations. 
 
Until 2010, students who were taking on the challenge of earning themselves a college 
education would get their loans from the banks, who allowed discounted interest rates – 
but not zero, and for sure not allowing the borrowing students to just skip off without 
paying as they had agreed to.  Then, in 2010, Congress added student loan controls to their 
list of actions unsupported by our Constitution.  As reported in the New York Times on 
March 30, 2010: 
 

“The new law will eliminate fees paid to private banks to act as intermediaries in 
providing loans to college students and use much of the nearly $68 billion in 
savings over 11 years to expand Pell grants and make it easier for students to 
repay outstanding loans after graduating.” 

 
Well, it’s been 12 years, and look what we (and the students) got: Yup, those loan payments 
that so many have found impossible to pay off.  Could anyone have seen that coming?  Well, 
here’s one, from the same N.Y. Times article:  
 

“Senator Lamar Alexander, …, said the changes over all would cost 31,000 private-
sector jobs… [and] students would be overcharged on their loans … he bemoaned 
the government’s getting more deeply into the lending business. “The Obama 
administration’s motto,” he said, “is turning out to be: ‘If we can find it in the Yellow 
Pages, the government ought to try to do it.’ ” 
 

As in most predictions of our government’s performance, it’s worse than even Lamar 
forecast.  The incessant propaganda that everyone must go to college added to the rush for 
loans – by multitudes who really would be better off just going to work in starter jobs, and 
working their way up with real-world experience and job performance. 



 
Instead, mesmerized with the promises of success, as if the degrees they sought were a 
magic wand, their educations failed them, and the astronomic loans they applied for far 
exceed the value of the educations they got. 
 
So, the government is now telling them to pretty much just forget it.  But the loan money 
came from somewhere, and that “somewhere” ain’t gonna get it back.  But it’s worse than 
merely that.  Maybe we can address that question next week … 
 
 


