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Thank you for providing this opportunity to comment on opportunities to strengthen college 

accountability through reauthorization of the Higher Education Act. The Institute for College Access & 

Success (TICAS) is a nonpartisan, nonprofit research and policy organization based in Oakland, California. 

Our mission is to improve both educational opportunity and outcomes so that more underrepresented 

students complete meaningful post-secondary credentials without burdensome debt.  

We are one of many organizations that have pointed out the shortcomings of our current all-or-nothing, 

one-size-fits-all approach to college regulation and oversight—an approach that tends to overregulate 

the best colleges while under-regulating the worst, and provides few incentives for colleges to improve. 

This all-or-nothing approach is neither appropriate nor effective. Colleges need to have a clearer stake in 

their students’ success and ability to repay their debts. We hold students accountable for studying and 

making progress toward a credential, but there are few consequences for schools that fail to graduate 

large shares of students or consistently leave students with debts they cannot repay. 

As such, we have been pleased to see growing bipartisan interest in the concept of college risk sharing, 

including the introduction of two bipartisan bills in the Senate, and a white paper from Senate Health, 

Education, Labor, & Pensions (HELP) Committee Chairman Alexander, followed by a HELP committee 

hearing on the issue. Our response to Chairman Alexander’s request for comments on the white paper 

are attached for this hearing record and include a detailed proposal for college risk sharing and rewards. 

My testimony today focuses on two of our key recommendations: choosing the right metric for 

assessing colleges and including a component that rewards colleges for serving low-income students 

well. When combined with existing accountability measures, we believe enacting a federal risk sharing 

policy will increase accountability to better protect students and taxpayers, provide incentives for 

schools to improve, and reward performance. 

http://ticas.org/content/pub/comments-senate-help-committee-white-paper-college-risk-sharing
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We recommended creating federal policy with three primary elements: (1) cut the highest risk colleges 

off from federal aid eligibility, (2) require risk-sharing payments from colleges approaching that 

threshold, and (3) provide rewards for colleges that have strong track records and are serving low-

income students well.   

The federal government currently uses cohort default rates (CDRs) to assess college eligibility for federal 

aid. However, the cutoff for eligibility is blunt, such that a school with a CDR of 29.9% remains fully 

eligible for aid while a school with a CDR of 30% may face severe consequences. The metric we 

recommend using is the Student Default Risk Indicator (SDRI), which is a school’s CDR multiplied by the 

share of students at that school who borrow.  The SDRI more accurately conveys a student’s risk of 

default at a given school compared to the CDR, which only considers the risk to students who borrow. 

Consider two schools with identical CDRs of 20%.  At the first school, 90% of students borrow, resulting 

in an SDRI of 18% because 18% of students end up in default within three years of entering repayment.  

At the second school, only 5% of students borrow, resulting in a SDRI of 1% because only 1% of students 

end up in default within the same time period.  The schools’ CDRs are the same, but the risk each school 

poses, to students and more generally to taxpayers, is quite different.   

In one simple calculation, the SDRI measures the risk to both students and taxpayers, conveying the risk 

of defaulting for a typical student at the school. It applies equally across all colleges without 

discouraging schools from offering federal student loans, whereas relying on CDRs alone has prompted 

some schools with low borrowing rates to stop offering federal loans. And it can be calculated now using 

data already available to the Education Department. So our first major recommendation is to adopt SDRI 

as the metric for eligibility, risk sharing, and rewards. 

There is a lot of interest in using loan repayment rates (the percentage of borrowers who are current 

and paying down principal on their loans) for college risk sharing. Repayment rates are a potentially 

valuable metric, but building a risk sharing proposal on repayment rates would mean delaying 

implementation significantly—the data are not publicly available, and we don’t know how repayment 

rates may vary based on a school’s program mix. Additionally, whereas student loan default is always a 

terrible outcome for a student, there are ways in which students may be fine even if they are not paying 

down their principal: for instance, those borrowers in public service fields and enrolled in income-driven 

repayment. With the availability of repayment rate data, it may be helpful to use repayment rates in 
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combination with or instead of the SDRI for risk sharing but we don’t need to wait for repayment rate 

data to implement risk sharing using the SDRI now. 

The second key recommendation we want to emphasize is the importance of complementing risk-

sharing with rewards for colleges that serve students well. The rewards component serves several key 

purposes. First, it encourages colleges to offer federal loans since only schools that offer loans would be 

eligible for the financial and non-financial rewards. Second, because the financial rewards would be 

based on the amount of Pell Grants students at the school receive, it encourages college that serve 

students well to enroll more low-income students. Colleges would be able to use these additional funds 

flexibly to supplement existing need-based aid or otherwise support the success of their low-income 

students. Third, the non-financial rewards encourage innovation by schools that are serving students 

well so as to promote innovation while minimizing risks to students and taxpayers. Using current data, 

under our proposal, 1 in 5 colleges, enrolling about 25% of students, would receive financial rewards. 

About one-quarter of those schools would be community colleges. Meanwhile, nearly half of all colleges 

would receive non-financial rewards. 

To be clear, there is no single accountability measure or system that is all encompassing or perfect, and 

the adoption of any risk sharing proposal must be seen as a complement to other measures of 

accountability that serve different purposes. For example, institutional accountability metrics are not a 

substitute for program-level accountability systems. The gainful employment regulation applies to 

programs eligible for federal aid solely because they prepare students for specific professions, and will 

remain critical to ensure that such programs are in fact doing so and not consistently leaving students 

with debts they cannot repay. Similarly, the 90-10 Rule, which is applied at the school level, will remain 

critical to ensuring that no for-profit college is funded solely by federal taxpayer dollars.  

 

Ultimately, we believe a well-designed risk sharing policy will improve outcomes for institutions, 

students, and taxpayers. We welcome the continued dialogue and new ideas on how to structure it. 

Thank you again for providing this hearing as another space in which to focus on these important 

questions. 

 

http://ticas.org/content/pub/qa-profit-college-%E2%80%9C90-10-rule%E2%80%9D

