NATIONAL POLICY AGENDA TO REDUCE THE BURDEN OF STUDENT DEBT
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The Institute for College Access & Success is a trusted source of research, design, and advocacy for
student-centered public policies that promote affordability, accountability, and equity in higher
education. Our Project on Student Debt increases public understanding of rising student debt and the
implications for our families, economy, and society. Since 2005, we have helped create and improve
Income-driven repayment plans to keep federal loan payments manageable; strengthen Pell Grants,
which reduce the need to borrow; and simplify the financial aid application process. Yet there remains
much more work for us to do. Below are key recommendations for federal policymakers to reduce the
burden of student debt.
Increase access to need-based student aid
• Secure and improve Pell Grants
• Further simplify the federal financial aid application process
• Streamline and improve higher education tax benefits
Make loan repayment simple, manageable and fair
• Simplify and improve income-driven repayment (IDR)
• Automatically enroll distressed borrowers in IDR
• Improve student loan servicing
• Restore bankruptcy protections for student loan borrowers
Improve postsecondary data and consumer information tools
• Bring the postsecondary data system into the 21st century
• Collect private student loan data
• Improve and promote tools to help students make informed college decisions
Enhance and improve institutional accountability
• Strengthen policies to prevent waste, fraud, and abuse
Reduce risky private loan borrowing
• Require school certification of private loans
• Increase community college students’ access to federal student loans

INCREASE ACCESS TO NEED-BASED STUDENT AID
Financial aid policy should ensure that students from all backgrounds can get a college education without
taking on burdensome debt or excessive outside work that reduces the odds of completing a degree or
certificate. Truly supporting college access and success requires more need-based grant aid and better
targeted tax incentives that help limit how much students need to borrow and work while in school, and a
financial aid process that is a gateway rather than an obstacle.
Secure and Improve Pell Grants
A strong, competitive economy requires a well-educated society, and grants based on financial need
reduce the amount that low- and moderate-income students need to borrow and encourage them to
attend and finish college. Federal Pell Grants help over seven million low- and moderate-income students
a year pursue higher education or training. They are the federal government’s most effective investment
in college access and success, and have broad, bipartisan support from business, education, veterans, civil
rights, and student groups, as well as from the higher education community. However, the purchasing
power of Pell Grants has significantly declined over time. In fact, Pell Grants now cover the lowest share of
college costs in the program’s history. And Pell Grant recipients continue to carry a disproportionate debt
burden relative to their higher income peers.
Strengthening Pell Grants must be a top priority. Based on existing research, we recommend that
Congress work toward doubling the maximum Pell Grant to restore its purchasing power and increase
equity in access and attainment; the grant’s former automatic annual inflation adjustment should also be
permanently restored to maintain its value going forward. We recommend making Pell Grants a fully
mandatory program that is not subject to annual appropriations based on projections that will never
perfectly align with actual program participation. We also support restoring Pell eligibility for defrauded
students to provide such students with an opportunity to complete a quality credential at another school.
We support legislation introduced in 2017 (S. 1136, H.R. 2451) that reflects these recommendations, as
well as Pell Grant related provisions included in legislation introduced in 2018 (H.R. 6543).
Establish a New Federal-State Partnership to Fund Public Colleges
Public colleges enroll three-quarters (76%) of undergraduates. However, state disinvestment in public
higher education — paired with inequitable funding across institution types — has led to a decline in
states’ ability to provide accessible and affordable higher education opportunities for their residents. To
reverse this trend and restore the promise of a public higher education for all students, we propose a
renewed federal-state partnership that delivers new federal funding to public colleges, focused on
reducing net costs especially for low-income students and underrepresented students of color. In
exchange, states must maintain or increase their own investments in public higher education. Legislation
introduced in 2015 (S. 2191), 2016 (H.R. 5756), 2017 (S. 806), and in 2018 (S. 2598) all include strong
maintenance of effort provisions to ensure that new federal dollars sent to states do not supplant state
and other forms of higher education funding and financial aid.
Further Simplify the Federal Financial Aid Application Process
The complexity of the federal financial aid application process discourages too many students from
applying for or receiving the aid they need to attend and complete college. Significant changes have been
implemented to simplify the Free Application for Federal Student Aid (FAFSA), including our proposal to let
applicants electronically transfer their IRS data to the FAFSA using the tax data available when students
typically apply to college to determine aid, and the introduction of skip logic in the online FAFSA. These
changes have streamlined the aid application process for millions of students and their families.
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We recommend further simplifying the FAFSA by eliminating 20 burdensome questions that cannot be
automatically answered using Internal Revenue Service (IRS) data and that require students to collect
detailed financial information from multiple sources.
While these changes would further simplify the federal financial aid application, in order to simplify the
entire process, we must also address the burdens and complexity of verification, which for over a quarter
of FAFSA filers — most of whom are Pell-eligible — is the final step to receiving aid for which they are
eligible. Our research has found that verification remains a complex and costly part of the FAFSA process
that can delay aid and derail enrollment and is furthermore an unduly burden financial aid offices. Policy
and institutional changes would reduce the heavy paperwork and bureaucracy typical of the aid
verification process, which can keep eligible students from getting the aid they need.
Streamline and Improve Higher Education Tax Benefits
There is bipartisan agreement that higher education tax benefits are overly complex, and their benefits
poorly timed and regressive. We recommend streamlining existing education tax benefits by improving the
American Opportunity Tax Credit (AOTC) and eliminating benefits that are less effective or targeted, such
as the Tuition and Fees Deduction and Lifetime Learning Credit. We also recommend eliminating the
taxation of Pell Grants, which keeps many students from accessing tax benefits for which they are eligible.
We support bipartisan legislation introduced in 2019 (H.R. 3803) that would eliminate this unnecessary
complexity.
Additionally, we recommend eliminating the taxation of forgiven federal student loan debt, regardless of
the reason for discharge. Currently, the IRS does not consider as taxable income loan balances discharged
after 10 years of payments under the Public Service Loan Forgiveness program (PSLF) or due to death or
permanent disability. However, balances discharged after 20 or 25 years of responsible payments in an
income-driven repayment (IDR) plan are considered taxable. This disparate tax treatment is inequitable
and confusing, and creates a potentially large and unaffordable tax liability that disproportionally affects
persistently low-income borrowers.
MAKE LOAN REPAYMENT SIMPLE, MANAGEABLE, AND FAIR
Income-driven repayment (IDR) plans provide a critical safeguard for borrowers but can be confusing for
borrowers to navigate. Current delinquency and default rates suggest more borrowers who could benefit
from IDR are not enrolled.
Simplify and Improve Income-Driven Repayment (IDR)
There are five similar IDR plans, causing unnecessary complexity and confusion. To simplify and improve
student loan repayment as well as reduce delinquency and default, we recommend streamlining these five
plans into a single, improved plan that works better for both students and taxpayers. This single IDR plan,
paired with the option of a fixed payment plan, would let any borrower choose the assurance of payments
capped at 10 percent of income and provide tax-free forgiveness of remaining debt, if any, after 20 years
of payments. The plan would also better target benefits to those who need them most and prevent
borrowers with high incomes and high debt from receiving loan forgiveness when they could have
afforded to pay more. We strongly support legislation introduced in the Senate (S. 1002) in 2019 that
reflects these recommendations.
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Automatically Enroll Distressed Borrowers in IDR
While it’s important that borrowers have a choice between a fixed repayment option and an incomebased repayment option, borrowers who are severely delinquent on their loans should be automatically
enrolled in income-driven repayment to help them avoid the severe consequences of defaulting on their
loans. IDR is always preferable to default, and IDR payments can be as little as $0 for borrowers with very
low incomes. We strongly support bipartisan legislation (H.R. 3883) introduced in 2019 that would
automatically enroll severely delinquent borrowers in an income-driven plan to help prevent defaults.
Improve Student Loan Servicing
Improving the federal student loan servicing system will significantly improve borrowers’ repayment
experiences and outcomes. As the Department continues developing its new servicing platform (NextGen),
the Department must ensure that the new system is transparent to borrowers, that contractors’
incentives are aligned with borrower success, and that contractors are subject to strong oversight.
As has been jointly recommended by the Consumer Financial Protection Bureau (CFPB) and the
Departments of Education and Treasury — and separately recommended by the Government
Accountability Office — a federal servicing system must prioritize borrowers’ interests and ensure all
borrowers have easy access to high-quality information and excellent customer service. We also support
the restoration of a data-sharing partnership between the Education Department and the CFPB to
facilitate appropriate oversight of the federal loan program.
Restore Bankruptcy Protections for Student Loan Borrowers
Bankruptcy provides a crucial protection for Americans facing severe financial hardship. The bankruptcy
reform legislation passed in 2005 sets a high bar for granting relief, which helps ensure that consumers
who receive relief are truly unable to pay. Yet federal bankruptcy law treats private education loans and
federal student loans even more stringently than other forms of consumer debt, excluding both from
discharge except in exceedingly rare cases of proven “undue hardship.”
To remove barriers to relief for borrowers who are truly unable to repay, we support bipartisan legislation
(H.R. 770, S. 1414 and H.R. 2648) to restore borrowers’ ability to discharge student debt through
bankruptcy.
IMPROVE POSTSECONDARY DATA AND CONSUMER INFORMATION TOOLS
Students need reliably accessible, timely, accurate, and comparable information about costs, financial aid,
and typical outcomes in order to make informed decisions about where to go to school and how to pay for
it. By highlighting important data on individual colleges’ costs and student outcomes, the Department’s
College Scorecard is a key resource for students and families. However, key data on student debt are still
not available, and it remains too difficult for students to get comparable estimates of how much
prospective colleges may cost them or to compare aid offers from different colleges. That is why we
recommend improvements in the collection and availability of student data as well as the improvement
and promotion of important federal consumer tools.
Bring the Postsecondary Data System into the 21st Century
The creation of a student level data network with strong protocols for maintaining student privacy and
protecting data security is key to increasing the comprehensiveness and comparability of postsecondary
data.
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We have joined over 165 organizations, including business leaders, schools, student advocates and civil
rights, in supporting the 2019 bipartisan, bicameral College Transparency Act (S. 100, H.R. 1776) to repeal
the 2008 ban on a federal student level data network and implement holistic reform of postsecondary
data infrastructure while protecting privacy and prioritizing data security. Without such reform, important
measures of student success and their relationship to student debt, including at key disaggregates by
race/ethnicity, will remain out of reach of both students and policymakers, and public data will continue to
fall short of reflecting all students.
Collect Private Student Loan Data
Student debt data currently available remain incomplete and uneven. For example, the total debt at
graduation — including both federal and private loans — is still not available for each college. Data on
student debt levels voluntarily reported by colleges show that 31 percent of student loan debt in highdebt states is nonfederal debt, underscoring the need for more comprehensive, federally collected debt
data.
The Department has made important progress by publishing graduates’ median cumulative debt data on
the College Scorecard using data from the National Student Loan Data System (NSLDS), including most
recently by working toward finalizing program-level cumulative debt data. Yet, such data will remain
incomplete because private loans are not included in NSLDS. Requiring colleges to report nonfederal loan
data, either at the school level through IPEDS or at the student level via NSLDS, would be the most
expedient path to collecting nonfederal debt data.
However, Congressional action requiring the federal government to collect the data directly from lenders
via the Department of Education or the Consumer Financial Protection Bureau would improve data
comprehensiveness and accuracy, as well as reduce burden on institutions. This collection would ideally
be part of a federal student level data network, but it need not wait for such a system.
Improve and Promote Tools to Help Students Make Informed College Decisions
Students need more reliably accessible, timely, accurate, and comparable information to make informed
decisions about where to go to school and how to pay for it. We recommend further improvements to and
promotion of the following existing consumer tools:
o

College Scorecard: The College Scorecard is an interactive online tool that provides consumer
friendly information on the chances of completing, borrowing, or ending up with high debt and/or
low earnings at a specific school. The Department has made important progress on including
additional program-level data that increases the usefulness of that information. Unfortunately, it
has also removed key contextual information that helped users interpret the information the
Scorecard provides.
The Department should immediately restore the threshold earnings rate metric to the College
Scorecard and work to improve on that metric by calculating and publishing threshold earnings
rates at the program level, in addition to the school level. The Department should also restore the
display of national medians to College Scorecard data.
The tool would be further improved by including a schools’ graduation rate for Pell Grant
recipients and by enhancing the interactivity of the sorting tools to allow users to compare
colleges by degree level, selectivity, and location.
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Additionally, cumulative debt figures should allow for the calculation and comparison of statelevel figures, and include both federal and private loan debt as soon as they are collected and
available.
o

Net Price Calculators: Nearly all colleges are required to have a net price calculator on their
website to provide an individualized estimate of how much the college would cost a particular
student, well before they have to decide where to apply. TICAS and others’ research has found
that many of these calculators are hard to find, use, and compare.
Bipartisan, bicameral legislation has been introduced (S. 889, H.R. 1915) in 2019 to make needed
improvements to the design and accessibility of existing net price calculators. The legislation also
authorizes the creation of a central portal that would let students quickly and easily get
comparable net price estimates for multiple colleges without having to enter information multiple
times in different places.

o

Financial Aid Offer Communications: Students should be able to count on receiving clear and
comparable information about how much college will cost them, regardless of the schools they
are considering. Knowing how much they will need to save, earn, or borrow to cover remaining
costs after grant aid is also key to being able to find the right financial fit, avoid surprise costs, and
plan accordingly. Yet, research from TICAS and others shows too many aid offer communications
fall far short of clearly and consistently providing key information on college cost and financial aid.
Bipartisan, bicameral legislation was introduced (S. 888. H.R. 2321) in 2019 to require all colleges
receiving federal aid to use consistent financial aid terminology in a standardized format
developed through robust consumer testing involving a broad range of stakeholders, including
students and schools.

o

Loan Counseling: By law, all federal student loan borrowers must complete entrance and exit
counseling. However, there remains significant potential as well as bipartisan support for
enhancing federal student loan counseling to ensure that students receive clearer, timely, and
actionable information on borrowing options and obligations. We support empowering schools to
require annual counseling in order to more consistently provide students with information related
to their previous and future borrowing decisions without deterring or restricting access to loans
that students need to attend and succeed in college.
In 2019, a bipartisan bill (H.R. 2129) was introduced to require annual loan counseling and provide
critical information encouraging students to use federal student loans before considering risky
private loans to pay for college, and another bipartisan bill (S. 887) was introduced to require
annual loan counseling. We also encourage the Department to continue evaluating and improving
its online tools, including by consistently providing definitions of key terms, and more clearly
explaining how to select or change a repayment plan.
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ENHANCE AND IMPROVE INSTITUTIONAL ACCOUNTABILITY
Strong college accountability is key to reducing the number of students left worse off by burdensome
student debt. Stronger policies, oversight, and enforcement are urgently needed to ensure that students
are not attending high-cost low quality programs, and that practices that prey on vulnerable students and
our nation’s veterans are not permitted. These problems are of particular concern in the for-profit college
sector, where borrowing rates, debt levels, and default rates are highest. For-profit colleges enroll only
nine percent of college students but account for one-third of all student loan defaults.
Thirty-seven state attorneys general have jointly investigated potential fraud by for-profit colleges, and
the Department of Justice, the Securities and Exchange Commission, the Federal Trade Commission and
the Consumer Financial Protection Bureau have sued major for-profit colleges. Yet just in the past year the
abrupt closures of three for-profit colleges has left more than 50,000 students with debt but few options
to complete their degrees.
The repeal of the gainful employment rule in July 2019, which had proved a successful tool to lower costs
and improve the quality of career programs, will have a detrimental impact on students as well as cost
taxpayers an estimated $6.2 billion over ten years. Students who are lured into taking student loans as
result of lies misrepresentations will also have little chance of cancelling these loans under the
Department of Education Borrower Defense to Repayment Rule finalized in September 2019.
In fact, just three percent of students who have taken loans based on lies and misrepresentations by
schools would likely be successful in asserting a borrower defense to repayment, and colleges would be
held responsible for just 1 percent of loans made based on misconduct. The removal of these guardrails
puts students and taxpayers at greater risk of unaffordable debt, higher rates of defaults, and wasted time
and money.
Strengthen Policies to Prevent Waste, Fraud, and Abuse
It is imperative that Congress maintain existing accountability mechanisms, many of which Congress
adopted with bipartisan support and have proven successful over the course of decades. These critical
protections include the cohort default rate (CDR) and the 90-10 rule both of which can and should be
further strengthened.
It is also more critical than ever that Congress act to put in place new accountability protections.
Legislation introduced in 2019 (S. 867, H.R. 3512) provides a comprehensive set of policy solutions to
ensure both students and the taxpayer investment are protected. Known as the PROTECT Act, the bill
reinstates the safeguards offered by the gainful employment rule, provides a fair process for students to
cancel loans when schools defrauded or lied to them, prohibits colleges from using federal financial aid
dollars for marketing and advertising, stops colleges from blocking students’ access to the courts, and
prevents the exploitation of student veterans by for-profit schools. For information on the broad coalition
of student, consumer, civil rights, veterans, and college access organizations working to better protect
students and taxpayers, visit ProtectStudentsandTaxpayers.org.
REDUCE RISKY PRIVATE LOAN BORROWING
Interest rates on private loans are typically variable, like on a credit card, and over the life of the loan
much higher than the fixed rates on federal student loans. Lower income students usually receive the
worst rates and terms, and private loans do not have the important borrower protections and repayment
options that come with federal loans. We recommend the changes below to reduce reliance on risky
private loans and to enhance protections for borrowers who have such loans.
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Require School Certification of Private Loans
More than half (53 percent) of undergraduates who borrow private loans borrowed less than the annual
maximum allowed for safer federal student loans. Unfortunately, many students who borrow private
loans – and the family members who co-sign them – do not understand the difference between federal
and private loans until it is too late. Requiring private lenders to confirm a borrower’s eligibility with his or
her school before disbursing the loan ensures the student is eligible for that loan. It also gives the school a
chance to help the student make an informed borrowing decision.
Students, schools, and lenders, as well as the CFPB and the Department of Education, have all endorsed
requiring “school certification” of private loans, including notifying the student of remaining federal aid
eligibility before the loan is certified. We urge the Department and the CFPB to require such certification
for all private loans, and we support legislation (S. 2184) introduced in 2019 that would require it.
Increase Community College Students’ Access to Federal Student Loans
Nearly one million community college students cannot get a federal loan if they need one, because their
school does not participate in the federal loan program. While many community college students can
avoid borrowing, those who need to borrow to stay and succeed in school should have access to the
safest, most affordable option: federal student loans. Without access to federal loans, students may turn
to risky and expensive private loans or credit cards, or they may drop out, work excessive hours, or take
fewer classes – choices that reduce their odds of earning a degree or certificate.
Federal and state policies should encourage community colleges to participate in the federal loan program
and better support them in helping students make informed borrowing decisions.

To learn more about TICAS, see www.ticas.org or follow us on Twitter: @TICAS_org
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