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Preventing Student 
Default
Preventing Student 
Default

This session will provide information on 
the steps taken by Norfolk State 
University to manage its student default 
rate.
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Direct Loan Program 
Participants
Direct Loan Program 
Participants

n NSU is a historically black institution with a Ford Direct Loan 
population over 6000 for the 2001/02 academic year

n NSU is located in Norfolk, VA
n Student Population of approximately 7,000
n Average Freshmen Class population of approximately 1,300
n Five Academic Schools

– Liberal Arts
– Science & Technology
– Social Work
– Business
– Education
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Prior HistoryPrior History

n Monday, June 5, 1989 Federal 
Register (34 CFR Parts 668 
and 682) was sent to schools.  
The Regs outlined procedures 
for implementation of the 
Default Reduction Initiatives   
and Clarification
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Prior HistoryPrior History

n July 31, 1989, Roberta Dunn, 
Deputy Assistant Secretary for 
Student Financial Assistance 
and William Moran, Director, 
Student Financial Assistance 
Programs sent a letter to the 
President of colleges and 
universities with co-hort default 
rates above 20%
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Prior HistoryPrior History
n In 1990, the institution received 

a statement from the Dept. of 
Ed that provided information 
on the institution’s default rate 
from 1987-90.
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Prior HistoryPrior History n Institutions with a default rate above 
20% had to develop a default initiate 
plan and submit the plan to the Dept. 
of Ed for approval
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Institution Saw ProgressInstitution Saw Progress

n After the Dept of Ed accepted NSU’s plan and after the plan was 
placed into action, the institution’s default rate began to make slow 
progress; however, in a sporadic fashion
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A Turn for the WorstA Turn for the Worst

n In 1993, NSU’s default rate took a turn for the 
worst and once again was over 20%.

n In 1995, the institution was no longer exempt 
from maintaining default rates in order to receive 
federal funding

n Since 1995, President Clinton’s legislation 
requires that all HBCUs maintain default rates of 
25% or lower in order to continue to receive 
federal funding
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Institution’s InitiativeInstitution’s Initiative

n The institution 
decided to budget 
and hire a Default 
Prevention 
Coordinator in 
conjunction with 
utilizing services of 
third party servicer to 
get default under 
control

n Scope of Default Management 
Coordinator’s Position

– To assist in the institution’s efforts 
to reduce the Direct Loan Default 
Rate

– To conduct continuous entrance 
and exit counseling seminars for 
all first-time borrowers and 
students who exit the institution

– To correspond with delinquent 
borrowers

– To review delinquent borrowers 
reports and correspond with 
students

– To provide debt management 
counseling
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Common Reason Why Students 
Don’t Repay Loans
Common Reason Why Students 
Don’t Repay Loans

n No one told them they 
had to repay the 
loans

n Drop-out/No 
obligation to repay

n Unemployed & unable 
to pay

n Currently employed 
but can’t afford to pay

n Unaware of how the 
system works



13

Plan of ActionPlan of Action

n Mandatory Group Seminars—every student 
receiving student loans required to attend
– Tools

• Department of Education publications
• Video
• Mass Mailings
• Phone-a-thons

– Credit Report Illustration
– Career Choices
– Completing & signing of various forms

• Forebearance
• In-school Deferments
• Economic Hardships
• Unemployment Deferments
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Follow-up InterviewsFollow-up Interviews

n One-on-one Interview(s)
– The importance of developing rapport with the 

students

n Credit Report Review
– Judgments, Collections, and Beacon Scores

n Loan consolidation
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Other ServicesOther Services
n On-going audio and 

video presentations 
through campus 
television—”Default 
Prevention”

n Student Orientation 
presentations

n Mandatory 
Entrance/Exit Interviews

n Default Prevention 
Help-Line

n On-line access to 
student loan forms



16

SummarySummary
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Contact UsContact Us

We appreciate your feedback and 
comments.  We can be reached:

Phone:757-823-8126
Fax:757-823-9059
Email:cmcrae@nsu.edu


