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Should All Student Loan Payments Be Income-Driven? 
TICAS Details Unintended Consequences, Trade-offs, and Challenges 

 
(Oakland, CA) – In a new white paper issued today, The Institute for College Access & Success (TICAS) 
finds that while income-driven repayment is a crucial option for student loan borrowers, making it 
mandatory could have a range of unintended consequences.   
 
Federal student loan borrowers can currently choose from multiple repayment plans, including several 
that base monthly payments on a share of the borrower’s income and provide a light at the end of the 
tunnel by discharging any remaining debt after 20 or 25 years of payments.  TICAS developed the policy 
framework and led the advocacy campaign for Income-Based Repayment, the most widely available of 
these income-driven repayment (IDR) plans.  Some researchers and policymakers have proposed making 
IDR the only way to repay student loans, or automatically enrolling borrowers in IDR but letting them 
opt out.  Such proposals also typically call for employers to withhold income-driven loan payments from 
borrowers’ paychecks. 
 
In Should All Student Loan Payments Be Income-Driven? Trade-offs and Challenges, TICAS analyzes the 
potential effects of requiring IDR for all federal loans as well as relying on paycheck withholding for loan 
payments, with particular attention to the implications for low-income students and families.  TICAS also 
examines the relevance and evolution of mandatory IDR systems in Australia and the United Kingdom, 
and the paper includes specific recommendations to streamline and improve student loan repayment 
options in the United States. 
 
“Income-driven repayment is a crucial option for federal student loan borrowers. It can help keep 
monthly payments manageable and prevent default, but it’s not the best choice for everyone,” said 
TICAS president and paper co-author Lauren Asher.  “If income-driven repayment were mandatory, 
some borrowers would end up carrying debt for many more years and paying more over the life of their 
loans. This could make them less likely to buy a home, start a family, save for retirement, or launch a 
small business.” 
 
Among the report’s key findings: 
 

• IDR plans can help make monthly payments manageable, and more widespread use could thus 
reduce, but not eliminate, student loan defaults. 
 

• IDR can increase the amount of time that borrowers have outstanding debt, which could reduce 
access to other forms of credit and borrowers’ willingness to make other financial 
commitments.  
 

• Some borrowers end up paying more over the life of their loans under IDR than in a traditional 
repayment plan, even after adjusting for inflation. 
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• Lessons from other countries’ mandatory IDR systems are not necessarily applicable to the U.S. 
For example, the Australian and U.K. systems were introduced to generate new revenue for 
public higher education systems that had not been charging tuition. In the U.S., tuition already 
accounts for nearly half of public college revenue.  
 

• Without significant reforms to current college accountability systems, mandatory IDR could 
inadvertently create a safe haven for schools that fail to serve students well. 
 

• Mandatory IDR could reduce pressures on government and colleges to make higher education 
more affordable, leading to even higher tuition and less need-based grant aid. Research shows 
that reducing upfront costs is the most effective way to increase college access and success.  
 

• Paycheck withholding could simplify or complicate student loan repayment depending on the 
borrower’s circumstances. It poses particular risks to those who have to work multiple part-time 
jobs, are self-employed, don’t have enough savings to cover unexpected costs in a given month, 
or have an employer with limited administrative capacity. 
  

The paper also identifies specific areas where more data and research are needed to assess how specific 
proposals for mandatory or automatic IDR and paycheck withholding would affect process burdens and 
costs for the neediest students. 
 
Policy recommendations in the paper include: streamlining current IDR plans into one improved plan 
that better targets benefits to the borrowers who need help the most; making it easier for all borrowers 
to update their financial information in IDR; not treating debt discharged through IDR as taxable income; 
automatically enrolling severely delinquent borrowers in IDR; and improving the timing, content, and 
effectiveness of loan counseling.  
 
“Our student loan repayment system is clearly ripe for improvement: there should be one, well-
designed income-driven plan and more help for borrowers to choose the plan that’s right for them, keep 
up with their payments, and avoid default,” said Asher. “Still, repayment reform won’t solve the 
problems of rising college costs and student debt.  Mandatory income-driven repayment could make 
college even less affordable by reducing pressure on states and colleges to contain the costs they’re 
passing on to students and families.”    
 
Should All Student Loan Payments Be Income-Driven? Trade-offs and Challenges, by Lauren Asher, Diane 
Cheng, and Jessica Thompson, is one of a series of reports funded by Lumina Foundation and released at 
a summit in Washington, D.C. today. The views expressed in the paper are solely those of TICAS. 
 

# # # 
 

An independent, nonprofit organization, The Institute for College Access & Success (TICAS) works to make higher education more 
available and affordable for people of all backgrounds. TICAS’ Project on Student Debt works to increase public understanding of 

rising student debt and the implications for our families, economy, and society. Follow us on Twitter. 
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